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‘The economic doctrine of Islam is closely related to and is part of the 
Islamic concept of life, This concept is based on a network of inter- 
related concepts of God, of humanity, of man’s relationship to God, 
man’s position in the universe, and the relationship of man to his 
fellow men. At this time—when the world of business and industry is 
crying out for ethical safeguards against large-scale corruption, and 
when widespread pollution and the shortage of energy pose a threat to 
humanity—the moral teachings of Islam can provide not only the 
ethical guidelines needed for effective control of economic behavior 
but also compelling motivation for international cooperation in the 
efforts toward the salvation of humanity. 

Economics, in my opinion, is not a value-free, pure science: it is 
a division of social studies. Economic behavior is human action aiming 
at the satisfaction of human needs, and it is bound to generate emo- 
tional vibrations. As such, it can be assessed and measured in moral 
terms. The notion that economic behavior is neutral has led to undue 
‘emphasis on material success, controlled only by the so-called invisible 
hand and resulting in the rise of the ruthless entrepreneur and the 
merciless exploitation of the weak. 


‘The Islamic Religion 


Some remarks about the Islamic religion may serve as background to 
the subject under discussion. 

Islam was first pronounced through the Prophet Muhammad in 
Mecca in 610 A.p. For the next thirteen years, the Prophet had to 
struggle against the polytheist inhabitants of that town, a trading class 
of aristocrats who exploited for their selfish interests a large number 
of serfs and slaves and rejected Muhammad's egalitarian teachings as 
vigorously as they did his monotheistic beliefs. Tribal solidarity com- 
mitted Muhammad's clan to protect his life, and this alone saved his 
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neck. When his enemies intrigued to circumvent tribal protection, 
Muhammad found refuge in the agricultural community of Medina, 
almost 300 miles away, where his teachings met lesser resistance. 

In Medina, the first community of Islam, the Islamic city-state was 
established with the Prophet himself as its temporal head. With the 
basic ideology of Islam well entrenched, legislative guidance developed, 
aiming at the best possible results in all spheres of life, including the 
social, economic, and political domains, At the death of the Prophet 
in 632, the Holy Book of Islam, the Qur'an, had been completely re- 
vealed. It incorporates the basic guidance of Islam and is believed to be 
God's own word. Preserved in the hearts of thousands of the Prophet's 
disciples and also recorded in writing during his lifetime, the Qur'an 
was soon duplicated for wide distribution. As a source of Islamic 
guidance, the Qur'in was supplemented by the Swnna (way), the 
reported words and actions of the Prophet, which run into tens of 
thousands of records, known as hadiths (traditions). Both these literary 
works have always been acknowledged as the primary sources of 
guidance for Muslims on all aspects of life. 

AS the Islamic state expanded and incorporated most of the 
territories then known, Muslim leadership was confronted with innu- 
merable problems, which they resolved with an amazing degree of 
efficiency. As a result, the Islamic legal system emerged, known as 
Figh or Shari‘a, based primarily on the Qur'an and the hadith records. 
Muslim jurists sought to answer every conceivable question and organ- 
ized their findings into several categories—dealing first with the details 
of the ritual duties then with all types of human interactions, including 
what may be regarded as commercial law, personal law, and criminal 
law. If an answer could not be found in the Qur'an or Sunna, resort 
‘was made to the principle of analogy. The consensus of the first genera- 
tion of Muslims on any matter was recognized as a fourth authority, 

Based on the ideologies of Islam, the Islamic world has survived 
for many centuries, and its steadily increasing population is now said 
to approach one billion, It has been able to operate effectively through- 
out the ages and in all places under the Shari‘a law, generating a 
splendid civilization in its early history. Despite the savage wars of the 
Mongol hordes, the Crusades, and then the European colonialism, the 
Islamic world endured. This survival bears witness to the existence of 
a working and adaptable concept of economy. 

Islamic guidance permeates all aspects of human life and divides 
all human behavior into five moral categories: obligatory, merely de- 
sirable, forbidden, merely undesirable, and neutral. The judgment de- 
pends on how the activity bears on religion, human life, mind, descent, 
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and property, A careful analysis of the guidance reveals the following 
principles: 


+ Islam’s goal is to guide man in his quest for salvation in the 
hereafter through fulfillment of the purpose of human existence on 
earth. 


+ The purpose of human existence is to serve God both inwardly 
and outwardly—by internal acknowledgment of God's magnificence 
and supremacy and by awareness of His presence, His munificence, 
and His call for human progress and righteousness, and by external 
compliance with God's teachings pertaining to ritual and nonritual 


* The divine ritual guidance is to be accepted as given; it does not 
leave room for human choice or modification because it is the pre- 
scribed method in which the Creator wishes His human creatures to 
express their devotion to Him. The guidance covers the ritual dectara- 
tion of God's uncompromisable unity and uniqueness and the validity 
of the mission of His Prophets and their scriptures. It also includes 
instructions pertaining to prayer, almsgiving, fasting, and pilgrimage 
to Mecca. Acknowledgment of these truths and compliance with these 
teachings inspires and reinforces correct orientation, certainty, a mean- 
ingful concept of life, and hope for the future. In short, Islamic guidance 
meets the spiritual and psychological needs of the individual and makes 
him a better social being. 


* The nonritual divine guidance covers the domestic, social, aesthetic, 
political, judicial, and economic areas of human activities. It does not 
confine man to a single course with no choice, nor does it leave him a 
victim of uncontrolled greed, human vagaries, and stubbornness. It 
grants man a wide range of choices and creativity, motivates him to 
satisfy his physical and psychological needs in progressive processes, 
but seeks to protect him from evil. In the particular area of economics, 
this is achieved in three ways: (1) A set of basic values—hudad Allah 
(the boundaries of God)—motivates and delineates the area of per- 
missible economic action. These values should not be violated or trans- 
gressed, but within those limits man is free, indeed urged, to use his 
intellectual and physical endowments for the betterment of his life and 
his society. (2) Along with this value system Islam provides general 
guidelines that serve as a chart or a compass for steering man through 
‘the large area of human freedom in the sphere of the economic activi- 
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ties. (3) Man is also given a set of divine ordinances, some urging 
specific actions to promote the well-being of humanity and others 
warning against certain damaging factors. These specific injunctions 
are the foundations on which the Islamic framework of economics rests. 

In the light of this analysis, the Islamic concept of economics may 
be defined as a framework for motivated but free human action within 
the Islamic value system, That action must respect specific ordinances 
pertaining to economic life and take into account the spiritual and 
material needs of the individual and his society in a balanced and 
harmonized way. 


‘The Relevant Value System: 


The relevant values that delineate the economic framework prescribed 
in Islam include complete commitment to God, the Creator and Pro- 
vider of all ecological resources, and constant awareness of His pres- 
ence even in the depth of material engagement: “O you who have 
believed, let not [your occupation with} your wealth nor your children 
distract you from the remembrance of God. Whosever can be so dis- 
tracted are indeed the losers.’ “Serve God as if you see Him; for if 
you do not see Him He sees you.”? 

Another value is appreciation of the wealth and all the ecological 
resources provided by God for the satisfaction of human needs. Wealth, 
a favor from God, is to be sensibly treated, not abused, destroyed, or 
wasted, of laid idle. Resources are given in abundance, though scarcity 
is caused by human limitation. Man has to develop greater knowledge 
and skills and should endeavor to explore, to discover, and to exploit 
these resources in moderation for his own best interest. God could 
have made all our needs easily accessible in unlimited abundance; but 
without the economic challenges man would be idle, dull, and given 
to criminality. “If God were to enlarge the Provision for His servants 
they would surely rebel in the earth, but He sends down by measure 
as He wills. Surely, He is Knowing and Aware of His bondsmen.”* 

Wealth is to be regarded as a means, not a final goal. It iv a 
means of satisfying needs, of providing sustenance—in moderation— 
for survival, for a limited term of life on earth, leading to a more 
meaningful and lasting life hereafter. In treating wealth otherwise, man 


9. 
a hadith related by Muslim ibn Majjj, Sakih (Cairo: Halabi Press, 
nd.), vol. 1, p22. 

* Qur'in 42:27, 
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ductive, belongs to God. Man’s temporal possession is limited and is 
granted by God; man is merely a “trustee” for a term. Realization of 
this dual ownership mitigates against selfish and dishonest tendencies 
that often result from the deceitful notion of absolute ownership. 

Although we are created equal, and no one may claim inherent 
merit over another, yet we are created with different talents and are 
bound to attain different degrees of success, It is a duty to accept our 
fortune, not to despair or to be resentful, although we are to struggle 
as hard as we can for our best interest: “And He [God], has made you 
the viceroys in the earth, and raised some of you over the other fin 
fortune] in order to test you in the gifts He has given you."® “If God 
had so willed, He would have made you one nation, but [His plan is) 
to test you in what He has given you. So strive for good things as in a 
race. To God is your return, all of you; when He will show you the 
truth concerning your diversity,”* 

Implicit in the notion of “trusteeship” and testing through wealth 
and worldly success is the idea that material superiority does not entail 
higher merit. All people are created equal, as equal as the teeth of a 
comb, Righteousness is the criterion that raises the rank of a person 
with God? 

As a corollary of human equality, all people are equally entitled 
to the same set of human rights. These include: 


+ Hagq al-Hayah (the right to live): Encroachment on this right 
is a grave sin, next to disbelief in God, and entitles the family of 
the victim to claim capital punishment. 


+ Hagqq al-Hurriyyah (the right of liberty): Encroachment on this 
birthright is dehumanizing to its victim. 


Hagq al-Tamalluk (the right of ownership): This right can be 
legitimately earned through labor or it can be received as a gift or 
as a share in inheritance. It is subject to certain restraints including 
payment of alms and charitable obligations. 


* Muhammad Ibn Yazid thn Majah, Sunan (Cairo, 1952), vol. 2, p. 1375, 


Qur'an 49: also Muhammad Abdul-Rauf, The Islamic View of Women 
and the Family (New York: Robert Speier and Sons, 1977). pp. 21-22. 


+ Haagq al-Kardmah (the right to dignity): This is another birth- 
right that entitles each individual to respectful treatment, 


+ Hagq al-‘llm (the right, even obligation, of education): This 
right leads to invention and greater production, 


All that happens, including the outcome of our own planning and 
efforts, comes about only in accordance with God's will. This Islamic 
doctrine is known as qadar or qismah. We are to plan the course of our 
activities carefully and exert enough effort and energy to achieve our 
goal, yet the desired ends also need the blessing of God. Our planning 
and effort are not the only factors that count. 

‘Two things emerge from this doctrine. Since achievement of our 
goals needs our planning and efforts as well as the blessing of God, a 
Muslim should not neglect his duty of working hard to earn a living. 
Heaven, so to speak, does not rain gold or silver; it has to be earned 
the hard way, Negligence, on the pretext that whatever has been pre- 
destined for us shall come no matter what we do, is condemned as lazy 
tawakul, “forsaking one's duty.” Hard work accompanied by the belief 
in the role of the divine hand is known as sensible tawakkul, “pursuing 
our ends through regular measures while conscious of the need of the 
blessings of God.” 

On the other hand, should we occasionally fail to reach our goal, 
we as Muslims surrender and resign ourselves to our fortune and accept 
it'as an act of God without resentment or despair. We should renew 
our efforts in hope and faith in God. This belief spurs a Muslim to 
exert his effort toward worldly success and sustains him at times of 
difficulty and hardship. It inspires him with a sense of satisfaction and 
contentedness, a virtue of great merit in Islam. 


Various Needs to be Harmonized 


In addition to the above value system demarcating the area of free 
economic action, the Islamic economic framework is delineated by the 
call to uphold the Islamic virtues of truth, honesty in dealings, respect 
for the rights of others, pursuit of moderation, sacrifice, and hurd 
work, These virtues should guide a Muslim in his economic struggle 
through the processes of acquisition, production, distribution, and con- 
sumption. He legitimately acquires the means to live through his labor 
and hard work. He knows that idleness and apathy are discouraged in 
his religion, which leaves nothing unexplained, even the manner of 
eating and dressing. He scrupulously avoids all suspicious sources of 
income and never attempts to thwart the efforts of his fellowmen. 
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Moderation is the Muslim’s guide in all situations. He is advised by 
the Prophet: “Eat and drink. Dress yourself well and give away in 
charity. But there should be no extravagance or arrogance.""* 

‘The individual's possessiveness and his concer to satisfy his per- 
sonal needs have to harmonize with his obligations to his society—his 
family, his tribe, his neighbors, and the state of which he is citizen, 
The needs of the individual and those of his society are intrinsically 
interdependent, Apart from his obligations to his family, a Muslim is 
not to let his neighbor smell his cooking without letting him share it, 
nor should he let his children play outside with new toys unless he 
has presented his neighbor's children with similar toys. In addition to 
the payment of prescribed alms, a Muslim has to hand over to the 
state whatever it may demand from him and must respect its policy, 
which has to be in the interest of all its citizens including himself. On 
the other hand, society must offer the individual security, protect his 
life and his property, and respect his dignity—alive and dead. 

The Islamic welfare economy is not based upon increasing the 
aggregate welfare of the community by encouraging the individual to 
maximize his own interest and be indifferent to the interest of others. 
It is based upon the bond of universal brotherhood in which the indi- 
vidual, in seeking to benefit himself, avoids malevolence to another. 
‘The Prophet stated: “No person may become a perfectly true believer 
unless he loves for others what he loves for himself.”"” “A Muslim is 
he who causes no harm to another, neither by hand nor by tongue,"!! 

‘The spiritual aspirations of the individual must harmonize with 
his material endeavors, While the individual is admittedly a biological 
organism and a social entity with sets of basic and acquired needs, he 
is & psychological being with a divine heart. As such, although he is 
compelled to meet his biological and social urges, he is moved by his 
divine clement and yearns to reach a state of spiritual elevation. 

The word for religion in the Quranic tongue is din, a term which 
connotes a whole way of life. Religion is not merely a private matter, 
nor does it touch only the periphery of individual lives; it is both private 
‘and public, and permeates the whole fabric of society. Economic pur- 
suits are meritorious, leading not only to material sustenance but also 


*Muhammad Ibn Ismail al-Bukhdri, Sahih, 4 vols. (Cairo: Halabi Press, nd.), 
vol. 4, p. 15; see also, Ahmad Ibn Hanbal, A/-Musnad, 6 vols. (Cairo, 1933) 
vol. 4, p. 132. 

*Aigiad para is entitled to a decent funeral service, which includes a manda- 
tory full washing, shrouding, prayer service, and respectable burial. 

* Bukhdri, Sahih, vol. 1, p.7- 

* Ibid., pp. 6-7. 


to God's pleasure. Thus economic pursuits cannot be separated from 
the spiritual objective—tet alone be elevated over it—nor should they 
be separated from the religious content and become purely materialistic. 
In his economic pursuits, a Muslim's objective is to meet not only his 
material needs but also his social obligations, whereby he hopes to 
improve his position with God. 

Islam seeks neither monastic indifference to physical needs nor 
indulgence in sensual pleasure and the maximum satisfaction of human 
wants. It is for moderation—not for either extreme. A want is a painful 
and disquieting experience; its satisfaction brings relief and leads to 
peaceful equilibrium. Relief is best achieved through reasonable mod- 
erate satisfaction. Maximizing satisfaction—overeating and luxurious 
living—results in complications and causes other wants, Hence the 
Qur'in and the Prophet blame extravagance and praise moderation, 
The Qur'an reads: 


And the sky, He has raised, 

‘And the balance He has placed 

‘That you may not transgress the balance. 

And establish the balance equitably and do not 
fall short in balancing." 


And the Prophet said: “The child of Adam never fills a container more 
harmful for him than his own stomach. If he must fill it, let him fill 
only one third with food, leaving one third for water and one third 
for breathing." 

To observe the principle of justice and fair dealing is the overall 
absorbing teaching of Islam dominating human interactions. This 
principle was mentioned above with other Islamic virtues, but it is 
treated separately because of its special importance. Injustice is con- 
demned in most severe terms. The Qur’in reads: “And if you judge 
between mankind, do so with justice,""* and, "whoso among you com- 
mits injustice, We shall let him taste a great punishment.”!* The Prophet 
said: “Injustice is darknesses on the Day of Resurrection.”"* 

Not only does the individual have to be just in his economic deal- 
ings with his fellow men, but the state also has to be just and fair in 
dealing with its citizens. State interference should be minimal and 
is allowed only for compelling reasons, Uncalled-for repressive meas- 


34 Qur'in, $5:7-9. 
+4 Bukhiri, Sahih, vol. 4, p. 15. 
4 Que’ 4:58. 

% Qur'an 25:19. 

38 Bukhéri, Sahih, vol. 2, p. 42. 


ures may not be used. Ideally, the state's function should be restricted 
to the administration of publicly owned properties, the conduct of 
national economic affairs that are beyond the jurisdiction of its citizenry, 
and general supervision of the market to protect against malpractices 
such as hoarding of food, inflated prices, and deceit. Such supervision 
is exemplified by the traditional post of muftasib, who checked the 
Weights and measures used in the marketplaces and looked into cases 
of fraudulent practices, 


‘The Ten Commandments of Islamic Economics 


Apart from the set of values discussed earlier, which demarcate the 
large area of freedom of economic action, and the above guidelines 
which serve as a compass in charting the course of sail, Islam provides 
specific ordinances. Some are positive injunctions which serve as sources 
of energy or fuel for the economic boat; others are prohibitions that 
point out dangerous spots which might wreck the boat. These ordi- 
nances may be called the “Ten Commandments” of the Islamic eco- 
nomic system. 

1. The first is the payment of the zakat, an almsgiving duty, 
amounting to 2.5 percent annually on income and saving. Ten percent 
is due on an agricultural harvest if irrigation was at no cost and no 
effort to the farmer; otherwise, only 5 percent is due. ZakAt also applies 
to commercial goods, some categories of livestock, excavated treasures, 
and mined wealth. Zakat ideally would be collected by the state 
treasury. Otherwise, the individuals responsible have to distribute 
it themselves, as is the case today in most Muslim territories. In either 
case, zakiit has to be given to the destitute, to zakit collectors, to those 
who fall in debt to make peace, and to wayfarers or to assist in preach- 
ing the faith, in freeing slaves, and in the struggle for Islam. Unlike 
moder taxation, zakat is a flat rate and does not rise exuberantly 
‘on an ascending scale. Thus it does not discourage working for greater 
gain, nor is it exposed to evasive or dishonest measures. Equity is 
achieved by encouraging voluntary charities, sadagdt, which assure 
seven hundredfold rewards with God. Moreover, in case of need, the 
state may levy some taxes on the richer. 

2. The maintenance costs for certain categories of relatives must 
‘be paid—particularly for one’s wife, needy parent, female children 
till they marry, and male children till the age of puberty. The wife's 
right to maintenance is due whether or not she has financial resources 
of her own. 

3. The obligation of charitable assistance to one’s kin, to one’s 
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neighbors, to orphans, and to the needy is denoted by the term hagg,** 
which is an emphatic word meaning, “an inalienable right.” Charity is 
better paid in a concealed manner, however, so as not to embarass the 
receiver. He is also to be treated politely, 

4. Working hard to earn one’s own living and the living of de- 
pendents is highly praised. Food so earned is the most blessed, and 
the hand that toils will never burn in hellfire. Struggle for living is 
believed to be as meritorious as the struggle for the faith; and the 
hand that gives is better in the sight of God than the hand that takes. 
For Muslims, however, “labor” and “work,” which are praised in the 
Qur’én hundreds of times, are identical. Thus we are all workers and 
laborers, even though one may be employed or an employer, one 
deriving wages and another a profit. 

5. A worker, manufacturer, administrator, or whoever should 
exert the utmost effort to make his product as perfect as possible, It is 
related that the Prophet said: “God verily likes to see any one of you, 
when he does something, to make it as perfect as he possibly can.”"* 

6. The conditions laid down in the Shari‘a law for the validity of 
business and financial transactions must be fulfilled. These laws make 
the transfer of goods safe and easy and facilitate the conclusion of eco- 
nomic transactions between the contracting parties. They also ensure 
the absence of vagueness or misunderstanding—whether the transaction 
is a contract of sale, partnership, employment, cooperative agriculture 
or irrigation, or anything else. In the final analysis, the goal is to reduce 
the causes of social tension or litigations and promote an optimal 
climate of peace. Writing down the terms of financial agreements is 
strongly recommended. The legal requirements as stipulated by the 
jurists pertain to the contracting parties, the commodity being trans- 
acted, the price involved, and the terms of the contract conveying the 
mutual acceptance by both parties, the wording of which should be 
categorical and unambiguous. The parties should be responsible free 
agents of sound mind; the commodity should be clearly specified, truly 
owned by the seller, and accessible and deliverable; and the price also 
has to be made specific. Goods so transacted have to be of economic 
value Islamically; therefore, contracts involving legally unconsumable 
material such as wine, pork, or polluting matter are not valid. 

7. Pledges, trusts, and terms concluded with other parties must be 
kept, The Qur'an reads: “O you who believe, violate not [your covenant 
with] God and His Messenger, or the pledges amongst you." “Let 


7 Qur'an 51:19 and 70:24, 
¥ Suyiti, al-JamP al-Saghir (Beirut, 1970), vol. 2, p. 144 (Hadith no, 1876). 
© Qur'an 8:27. 
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him who has been trusted (with anything] be true to his trust.”*° 
“Verily God commands you to return the trusts to their owners.”2! 

8. The ordinances pertaining to the distribution of the estate of a 
deceased person among his heirs must be respected as laid down in the 
Qur'an. The heirs include the deceased person’s surviving spouse, sur- 
viving parent or parents, and all surviving children. In the absence of a 
father or male child, brothers and sisters may share the estate. In some 
cases, paternal uncles and cousins may also have a share. A person 
may not make a will which deprives one of his heirs or which favors 
‘one heir over another, nor may he make a will involving more than a 
third of his estate. 

9. Usury is among the serious sins, and all usurious practices should 
be avoided. Debate over the question of earning a fixed interest on 
deposits in financial houses has subsided with the availability of un- 
debatable alternatives with no fixed interest, such as investment in the 
newly formulated Islamic banks, discussed below. Arguments that inter- 
est encourages the practice of saving or that interest is a compensation 
or reward for voluntary restraint from overspendin, 
ploded. The individual is impelled to save by a deep desire for financial 
security, and Islam itself encourages saving. “To leave your heirs 
self-sufficient is better than letting them be a social liability—stretching 
their hands begging." There are also those who save but do not 
invest in interest-bearing saving accounts. Moreover, although interest 
is claimed to be a reward for abstention, a rich man who saves cannot 
be described as sacrificing to the same degree as a low-income saver, 
Nor does this theory explain why wealthy persons charge exuberant 
rates of interest on loans. 

Prohibition of usury has to be understood in the light of the 
Islamic philosophy of wealth and the legitimate ways of acquiring it. 
Earning should not involve the exploitation or the hardship of others 
and should be in keeping with the spirit of brotherhood and coopera- 
tion. Condemnation of usury is in keeping with the Islamic prohibition 
of earning without effort or risk and with the cooperative spirit it pro- 
motes. Usury is a form of hoarding because it may impede the function 
‘of money as a tool in the exchange of goods, and it is inconsistent 
with the principle of human equality.** The Qur'in reads: “And what- 


= Iba Majah, Sunan, vol. 2, p. 904, R <eeee 
6 Morroe Berger, The Arab World Today (New York: Doubleday: 1964). p. $2. 
speaks of this dimension as follows: “The Koranic prohibition against the taking 
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ever you give to invest and increase your wealth through usury is not 


10. Last but not least, there must be respect for other peoples’ 
property and abstention from unproductive malpractices, profiteering 
activities, and disruptive transgressions, such as robbery, extortion, 
deceiving, gambling, hoarding, monopoly, and distributing harmful 
drugs or pornographic material. Earning through expediency and ma- 
nipulation of the law—now common in our daily life—is not legitimate, 
The Prophet once said: “It may happen that one of disputing parties 
is more effective in presenting his case than the other. If I should 
judge in his favor [under the effect of his deceptive presentation], let 
him know that what he gets is a piece of the Hellfire.”®* Even when 
the judgment is made by the Prophet himself on the basis of deceptive 
evidence, it does not justify the resulting earning, Control emanates 
from the Muslim's innner conscience and his awareness of the watchful 
eye of God, not the fear of the court and its agencies from which one 
can easily escape. 

‘These ten ordinances, or “Ten Commandments,” give the Islamic 
system of economics its distinctive character, The underlying concept 
is that the economic community is like an organic body, in which each 
cell grows and contributes to the well-being of the other cells, The 
Prophet is related to have said: “The believers in their mutual love 
and concern are like one body; if part of it complains the other parts 
call each other to come to its assistance, sharing its pain and sleep- 
Jessness."*7 


Ideal and Application 


The ideal Islamic concept of economics described above was fully 
implemented in early Islam under the guidance and leadership of the 
Prophet in Medina. It successfully survived the severe test it encoun- 
tered shortly after the death of the Prophet when nations with dif- 
ferent cultures and backgrounds came within the fold of the state. The 
wisdom of the early caliphs and their advisers and their long experience 


of interest (not merely usury) is likewise an example of this devotion 10 the 
principle of equality, for it involves an increase (or riba, the technical term for 
interest) in one’s possessions at the cost of another.” 

= Qur'an 30:39. 

®* Iba Majah, Sunan, vol. 2, p. 777. 

5 Bukhari, Sahih, vol. 4, p. 33. 
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with the Prophet helped them meet the challenge effectively. They 
used their judgment and the tool of analogy, but were always within 
the boundaries of the Qur'an. 

‘The Islamic values and injunctions pertaining to economic be- 
havior continued to guide succeeding Muslim generations, particularly 
at the grass-roots level of Muslim society. Islamic beliefs were incul- 
cated and internalized by the recitation of relevant Qur'dnic verses and 
the repetition of popular phrases such as those praising the virtue of 
relying on God and emphasizing God's possession of all that is in 
heaven and the earth and the return of everything unto Him. 

Guided by this system, Muslims held together the political reins 
of a vast empire, started an efficient postal service, struck coins (the 
golden dinar and silver dirham), built roads, canals, palaces, castles, 
and cities, and left behind magnificent landmarks. Muslims set up 
professional and trade guilds which cooperated in various parts of the 
Islamic world and organized and developed their various skills in each 
locality. artifacts fill Islamic museums in the Muslim capitals, 
and their international trade left some traces in European culture, 
‘including the terms “traffic” and “tariff.” 

Various factors have caused Muslims to move away from the 
model set by the Prophet and the early caliphate, and the spirit of 
sacrifice and generosity inspired by these values and injunctions has 
been progressively conquered by the powerful corruptive forces of 
possessiveness and love for wealth, particularly among the ruling and 
influential classes. The major factors which crippled the Islamic econ- 
‘omy and finally led to the current confusion were: 


+ Political upheavals, starting with the introduction of the dynastic 
concept in Islam, concentrated power and curruptive influences 
among certain families and their entourages, and this was inherited 
by succeeding generations. 

‘The widespread devastations of the Mongol wars and the Cru- 
sades erased cities, demolished libraries and schools, and elimi~ 
nated scholars. 


Ascetic tendencies arose, fed by the oppressive climate and re- 
inforced by some misguided Saft doctrines. 

+ European colonialism in recent centuries caused the fragmentation 
of the Muslim world and the loss of Islamic identity. Muslims 
were compelled to abandon their heritage in favor of European 
institutions and were gradually imbued with divisive nationalistic 
tendencies. 


3 


‘Current Pressures and Response 


When the world of Islam regained its sovereignty, it found itself frag- 
mented into separate nations laboring under heavy burdens of inequity. 
Each of these units is now struggling toward economic solvency and 
responding in one way or another to the pressure from two competing 
systems: capitalism and socialism. Because of socialism's attractive 
claim of egalitarianism and the discouraging association of capitalism 
with Western imperialism, modified varieties of socialism are making 
inroads in most Muslim countries, This process of pressure and re- 
sponse has led to debates and even to heated disputes over the ques- 
tion of which of the two systems is more compatible with Islam. The 
Islamic doctrine of economics permits degrees of individual freedom 
and state intervention but leaves the determination of these degrees to 
the wisdom and consciences of those involved, who should take current 
conditions into account. This flexibility has made Islamic economics 
‘open to alternative options within its framework. 

Faced with a great deal of external pressure and intricately en- 
tangled in economies that have been imposed on their land for cen- 
turies and that are based on alien values, the Islamic people have 
responded in three ways. First, the “centralists” or traditionalists 
believe that Islam can meet the challenge intact. Second, there are 
those who turn to the East. Oblivious to the alienation of capitalism 
and socialism from the spiritual life and to the materialistic goals of 
both systems, some naive elements claim that Islam, on account of its 
principle of social justice, is a socialist system. Similarly confused, 
others turn to the West and advocate capitalism on the ground that 
it permits ownership—a sacred right in Islam—and promotes free 
private enterprise, which is more compatible with the Islamic doctrine 
of individual responsibility. 

The story of Abu Dharr, a notable Companion of the Prophet, 
caught the attention of the advocates of socialism and even of its 
radical form, Marxism. In the region of Syria during the reign of the 
third caliph, Abu Dharr was alarmed by the misuse of the treasury 
funds and the luxurious life pursued by the Umayyad ruler in Damascus. 
Abu Dharr advocated that any surplus of income over needs be given 
immediately to charity, and he substantiated his views by several 
hadiths be attributed to the Prophet, According to one of these, while 
walking in the outskirts of Medina the Prophet told Abu Dharr: “Should 
this mountain of ‘Uhud be turned into gold for me, I would not wish 
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that the nightfall comes before I have disposed of it all in charity except 
two carats.”*5 

The Umayyad governor of Syria feared unrest as a result of Abu 
Dharr’s vigorous criticism and complained to the caliph, The caliph 
summoned Abu Dharr to Medina but failed to dissuade him, and thus 
banished him to a Jonely hamlet where he soon died. A fatwa (religious 
ruling), given in the early 1950s by al-Azhar, the leading theological 
school, supported the opinion of the caliph over that of Abu Dharr. 

I do believe in Abu Dharr’s teaching, but that was not com- 
munism or socialism as such. It was a call for the loftiest level of 
charity, The strong protest of Abu Dharr was provoked by nepotism 
and the misuse of Muslim funds. I also believe in the caliph's view that 
4 person can retain the surplus of his earning so long as he meets all 
his obligations. The Qur'dn teaches that the righteous in Paradise will 
be divided into two grades: A/l al-Yamtn, those on the right of the 
ine Throne; and al-Mugarraban, fewer but superior in rank, who 
Will be closer to God, so rewarded because of their greater sacrifices. 


Islamic Banks and Mustim Common Market 


‘The traditionalists or centralists, who aspire to restore Islam to its 
original purity and escape from alien influences, have attempted to 
prove the suitability and adaptability of the Islamic doctrine of eco- 
nomics to the needs of modern times. They developed a concept of 
interest-free financial houses, often called Islamic Banks, modeled on 
the successful experiment in Mit-Ghamr, an Egyptian Delta town, in 
the mid-1960s. The first major project of this type was started in 
Dubai in March 1975 after long study and investigation. The imme- 
diate success of the Dubai experience has led to a series of these banks 
elsewhere.” 

‘The sponsors of these banks argue that the Islamic banks are not 
much different from the familiar Western banks which permeate Mus- 
lim countries. The only difference is that they are not based on fixed 
rates of interest on loans or on deposits, which, from their point of 
view, are usurious under the Shari'a law. The regular banks, they argue, 
not only deal in money but also invest in agricultural, industrial, com- 
mercial, and human projects. Therefore, Islamic banks can deal and 
invest in such projects but without the use of usurious interest rates. 


‘Abii Hamid al-Ghazzali, Revival of Religious Sciences (Cairo: Subaih Press, 
1958), vol. 3, p. 230. 

39 Qur'an 56:7-11. 

40 This pattern has been repeated in Savdi Arabia, Kuwait, Sudan, and Egypt and 
is being developed in Jordan and Bahrain. 
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Broadly speaking, these Islamic banks maintain three types of 
account: (1) nonprofit accounts with a very small minimum deposit 
from which withdrawal can be made at any time; (2) profit-sharing 
deposit accounts with a modest minimum balance, from which with- 
drawal can be made annually (or at shorter intervals); and (3) social 
services funds, consisting of gifts, from which payments are made in 
‘emergencies such as accidents involving participants." The profit made 
by these banks is said to be enormous for both profit-sharing depositors 
and stockholders. 

In this new category of financial institutions is the Islamic De- 
velopment Bank, started two years ago under the auspices of the 
Permanent Islamic Secretariat of the Foreign Ministers’ Conference 
with headquarters in Jedda, Saudi Arabia. The only difference is that 
it is an intergovernmental institution to promote economic cooperation 
among Muslim countries in accordance with the Shari‘a law, Among 
the activities of the Islamic Development Bank are: 


participating in capital for projects 


extending loans to institutions and productive projects in member 
countries 


extending financial assistance in various forms for economic 
growth and social progress 


helping in international trade between member countries and in 
the production of commodities 


extending technical assistance, particularly in training personnel, 
in economic development, research, banking, and other economic 
activities in accordance with Shari‘a."* 


Related to this subject of international economic cooperation is a 
project now being worked out to create an Islamic Common Market, 
also under the auspices of the Permanent Islamic Secretariat. A mem- 
corandum on the subject was submitted to the ninth session of the 
Islamic Conference of Foreign Ministers held in Dakar, Senegal, in 
Sumida 1398 A.H. (April 1978). 


he Islamic Development Bank,” Akhbar alAlam al-Isldmi (Mecca), April 
1978, p. 41. 
% "Muslim Common Market,” The Muslim World (Karachi), May and June 
1978, 
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Islam versus Capitalism and Socialism 


While these developments are taking place, supported by certain infiu- 
ential elements, the debate—violent in certain areas—rages over 
Islam versus socialism, Marxism, and capitalism. 

As indicated in the earlier discussion, Islam has some affinities 
with both socialism and capitalism, but it departs from each in certain 
basic ingredients of its own. Islam is not so rigid or so radical, so tough 
of so cruel, nor is it so materialistic or so limited. Treatment of the 
economic life is only one part of its comprehensive totality. Its flexible 
framework can be applied to both simple and complex societies, to a 
gathering economy, to a pastoral economy, and to agricultural and 
industrial economies, 

Capitalism idolizes the individual, regards his personal freedom 
as @ sacred and precious gift, trusts him with the task of maximizing 
production, and forbids state interference in the entrepreneur's ini 
tive; socialism goes to the other extreme, however, insisting on state 
control of the national means of production—land, mines, industries, 
and human resources, It usurps the individual's liberty of economic 
action, denies him the chance to exercise his initiative, kills his incen- 
tive to work hard for greater personal gain, and deprives him of much 
of his dignity, While capitalism is a decentralized system that provides 
the individual with unlimited room for dynamism, imaginative ambi- 
tion, inventiveness, and improvement, socialism is a centralized system 
that is to a great degree static. The state administers the existing means 
‘of production and controls the will of the masses. Yet capitalistic ideas 
breed selfishness, cruel individualism, and greed and are bound to 
create & climate of loneliness and isolation, The atmosphere of severe 
competitiveness is bound to lead to deep tension and depression, re- 
sulting in domestic instability, criminality, corruption on a large scale, 
and a deep fear of insecurity since there can be no limit to selfish 
ambitions. Unbridled socialism, on the other hand, is capricious, trans- 
gressive, and dehumanizing and has also led to widespread corruption 
and nepotism. Socialism owes its rise to envy, jealousy, and dissatisfac- 
tion; in its extreme form it therefore calls for class struggles and the 
elimination of the vanquished class. The ideal of both systems is simply 
‘materialistic, with little or no concern for the spiritual needs of the 
individual. In its evolution, Westem economic thought has struggled 
at various stages with the ideals of the Christian church and has aban- 
doned spiritual thinking and resorted to exclusively pragmatic reasoning. 

In contrast, the Islamic system, believed to be divinely prescribed, 
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aims at satisfying immediate material needs and maximizing production 
within the available means, as well as at meeting the spiritual needs of 
the individual. In his materialistic endeavors, a Muslim feels that he 
is manipulating the means of production put at his disposal by his 
Lord. He is required to subdue the natural resources that have been 
made accessible, and he never ceases to remember God in his heart or 
to praise Him in gratitude even in the middle of his material pursuits. 
In his striving for material gain, he feels that he is complying with the 
ordinances of God and anticipates double rewards—a profit in hand 
and # reward in Paradise, 

Not unlike capitalism, Islam believes in human freedom and 
individual liberty and encourages the entrepreneur's initiative. Yet, it 
does not resent limited state intervention when necessary, as a lever 
against boundless greed and corruption and at times of a special need. 

The Islamic system takes into account certain essential moral 
objectives that call for social justice based on mutual responsibility. 
‘The moral content of Islamic economics is given great emphasis, and 
‘one can easily see the reason, Mankind was created with a possessive 
instinet, an insatiable thirst for accumulating wealth, and a tendency to 
cling to possessions; thus incentives are needed not to inflame these 
urges but to control them. The moral stress which outweighs the call 
for economic fulfillment compares with the greater emphasis laid on 
filial duties than on parental obligations, 

The economic problem, in the Islamic cultural milieu, is not 
scarcity of commodities nor lack of efficient organization of the 
means and sources of production and distribution, Rather the problem 
lies with man and human greed. Islam confronts the problem and pre- 
scribes the remedy through softening human greed and elevating the 
human soul, calling for social justice and mutual responsibilities in the 
pattern described above. 

As the Qur'in often draws to our attention, man is provided with 
abundance, both in heaven and on earth. This abundance should be 
Put to good use, not abused, wasted, damaged, hoarded, or monopol- 
ized. Even in making the ablution required before prayers, a Muslim 
is forbidden to increase the washing unnecessarily beyond three times, 
even if he happens to be beside an ocean. Wasting water is a sin. Over- 
spending is a sin. “Eat and drink,” the Qur'an commands, “and be not 
extravagant."* The Qur'in also praises “those who, when they spend, 
do not exceed the limits nor do they be mean but strike a path in 


¥ Quin 7531. 
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between.” It also reads: “Tie not your hand to your neck nor do you 
widely open it all the way."* And the Prophet warned: “No person 
shall cross the path [leading to Paradise} unless he has answered suc- 
cessfully these questions: How he had used the time for the duration 
of his life; how he had used the vigor of his youth; and how he had 
camed his wealth and how he had spent it."** 

A conscientious Muslim has to satisfy himself that whenever he 
spends he does it in a way that does not displease God. Muslims can 
be horrified to see someone throw a piece of bread into the drain or 
step on a grain of com or any kind of foodstuff. Polluting any part of 
the environment is a sin. Hence the prohibition of responding to the 
natural urge in or beside a sea, a river, 8 pool, or a well or under a 
tree, or on the road or in open frequented places. Now the large-scale 
pollution by modern heavy industries is certainly a cardinal sin. 

Like capitalism, Islam fully acknowledges the right of ownership 
and entitles each to the fruits of his or her labor. The state is to protect 
this right of its subjects, Muslim and non-Muslim alike, This is re- 
flected in the terms of the treaties concluded by the Prophet himself 
as well as by the early caliphs in which protection of this right wa 
assured to non-Muslim communities |i 
‘They assured the protection of non-Muslim citizens, their lives, theit 
churches, and their properties. Yet, an owner should be aware of the 
fact that, in the last analysis, all wealth, including land, is truly owned 
by God. The human owner is merely an agent trusted with the wealth 
to handle it righteously and is accountable for the way he has man- 
aged it, 

‘Two Islamic injunctions work against the concentration of wealth 
in a few hands: the obligation of zakit, the annual payment of alms 
in income and savings, in trade commodities, in crops, and in certain 
other properties; and hagg, the right of the poor to receive charity. The 
law of inheritance, which breaks up the estate of a deceased person 
among all the heirs (normally numerous), also works in this direction. 
Moreover, as already indicated, since ownership ceases on a person's 
death, he is restrained from making a will involving more than a third 
of his estate. 


8 Qur'lin 25:67. 

Qur'an 17:29, 

27 Muhammad Ibn ‘Isa, al-Trimidhi, al-Jémi" al-Sahih (Cairo: Misriyyuh Press, 

1930), vol. 7, p. 101. 

48 Alfred Guillaume, The Life of Muhammad (London: Oxford University Press, 
31; see also Muhammad Ibn Jarir al-Tabari, Ta’ridh (Cairo: Ma'icif 

P. 609 and vol. 4, p. 109. 
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‘Conclusion 


To recapitulate the major points of Islamic beliefs as they affect the 
Islamic economic system: God has created humankind and deposited 
him on this planet, from which he was created, in order to test him, 
particularly in economic pursuits, God has deposited in the environment 
enormous resources for the sustenance of man, most of which have to 
be explored and exploited, developed, grown, and manufactured before 
they can be distributed for consumption. In all these processes, man 
jis to be guided by the intellectual power with which he is endowed, 
apart from his physical strength, and he is free to make choices subject 
‘only to certain limits, These limits have been divinely laid down for 
mankind's best interest, to provide for the special psychological and 
spiritual needs which distinguish him from the nonintellectual animal 
kingdom, 

Islam recognizes the existence of an economic problem which lies 
not in the scarcity of consumable goods but in the shortcomings of 
man, Who is so created that he must fulfill the needs of his animal 
nature, These needs impel man's economic activities and creativity, 
The goal of the moral concept of economics is to balance man’s needs 
as an animal with his needs as a spiritual being. In the harmony between 
these two aspects lies man’s true and perpetual happiness—no matter 
what the degree of his material success might be. Thus Islamic eco- 
nomics is a framework of a value system which defines the boundaries 
of the free area of, and provides a sensible motivation for, economic 
action. Within these limits, economic action is steered by the con- 
cept of a fair balance between the human and spiritual needs and 
between the individual and social obligations. The economic frame- 
work is further delineated and more specifically illuminated by a set of 
ten injunctions, the “Ten Commandments of Islamic economics,” 

‘According to Muslims, the moral economic concept I have en- 
deavored to describe is not made by mortals but is based on divine 
revelation, As such, it is perpetual and universally applicable, since a 
divine teaching is timeless and spaceless and recognizes no boundaries, 
The concepts of conservatism versus modernism and progressive versus 
Teactionary are alien in a truly Islamic context, as much as the 
dichotomy of sacred and profane, and of church and state. Divine 
guidance is never outdated but always suitable, adaptable, and appli- 
cable. One of its features is that it does not and should not lead to 
hardship: “And God has not imposed any hardship upon you,” the 
Qur'an declared.** 


* Qur'én 22:78. 
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Islam, like many other religions, concerns itself with man’s ulti- 
mate salvation in the hereafter, but unlike many of them it is equally 
concerned with man’s worldly success. In the words of Christopher 
Wren, writing recently on the world of Islam, although in a different 
context: “Mohammed [he should have said God] laid out in the Koran 
detailed secular as well as religious injunctions for his followers, cover- 
ing personal, social and political relationships and both civil and 
criminal law, making it virtually impossible to confine Islam to spiritual 
matters."“* (The implied dichotomy of secular and religious is Wren's 
concept.) 

A moral content seems to be inherent in all types of human be- 
havior, including economic behavior. Even capitalism and socialism, 
often thought to be purely economic concepts, seem to have their 
moral roots. The laissez faire philosophy of capitalism sought to restore 
the rights of the individual and assert his liberty; and socialism sought 
to release the laboring class from oppressive exploitation. As such, 
each sought to achieve economic justice. Yet, each was a one-sided, 
unbalanced expression of justice. Man is at once an individual and a 
social creature; and the ideal society is one in which both his indi- 
viduality and his sociality are duly recognized and mutually harmonized. 

Economic justice, however, cannot be achieved in a vacuum or 
in a climate morally lacking in other areas. Economic justice, to be 
truly attained, has to be a part of a total moral code. And a moral 
code, to be truly operative, in my opinion, has to derive its authority 
from an ever present, conscious, and infallible power that cares for 
the well-being of mankind. Islam provides this comprehensive moral 
code that rests on the authority of a power immensely beyond that of 
the mortals. Recognition of God is, therefore, the central nonnegotiable 
truth of our moral code, a recognition that not only provides moral 
guidance but also fosters certainty, comfort, and a sense of direction, 

At no time did the dynamics of the Islamic doctrine of economics 
Jose its vitality—although it may have appeared to do so as a result of 
colonial domination. In spite of severe challenges, the revival of these 
dynamics is manifesting itself in the phenomena of the Islamic banking 
‘system and the call for the creation of an Islamic common market. 


WChrisiopher S. Wren, “The Moslem World Rekindles Its Militancy,” New 
York Times, June 18, 1978, 
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DISCUSSION 


Question; Ten years ago, when I was teaching in a small desert town 
in Iran, one of the phrases that I found particularly difficult to under- 
stand was the phrase in sha‘a ‘lah, which essentially translates “if 
God wills.” One would say, for example, “class will meet tomorrow, in 
sha'a “ah.” As an American, it seemed strange to me to have the 
future s0 consciously dependent upon God. 

‘A few months later, a severe earthquake destroyed a neighboring 
town, and 10,000 people were killed—as we say in the West—"by an 
act of God.” Then I realized a certain ethnocentricity in my not under- 
standing the phrase, 

I'm beginning to think that a prime motivation of the capitalistic 
spirit is to assure or guarantee one’s future. That is, instead of recalling 
that one’s future is dependent on God, one relies on the accumulation 
of capital, investment, planning, and insurance, to control the future, 
From the Islamic perspective, isn’t this considered blasphemous? 


PROFESSOR RAUF: The phrase in sha’a ‘ilah is a polite statement 
that is on the tongue of all Muslims. It is an indication of our belief in 
‘our depedence upon God, even though we have some power to de- 
termine our future. It gives a Muslim assurance and helps him to accept 
calamities, such as the one you mentioned. However, it does not mean 
that one should not plan or work for the future. In fact, there is a 
saying: “Prepare for this world as if you are living forever, but work 
for the next world as if you are dying tomorrow.” In other words, 
depend on God but do not make this an excuse for not doing or plan- 
ning. In this sense, the spirit of capitalism would agree, to @ great 
degree, with the Islamic spirit. Muslims are amazed, however, when 
Westerners speak in merely economic terms, as if mankind were made 
‘only to succeed economically. For a Muslim, wealth is a means, not 
an end; as a vehicle for survival it has only a temporal function. The 
fundamental goal is to avoid evoking the displeasure of God. 


Question: For several days we have been hearing that our society has 
come too far away from Christian teachings and values. Today you have 
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explained to us the Islamic teachings concerning economics. Is there 
not a similar concern about people not following the Islamic traditions? 
‘You mentioned that some Muslims are depositing money in Western, 
interest-giving banks. Doesn't this indicate an individualistic tendency 
which would be in conflict with Islamic law? 


Proressor RAur: As I said at the beginning, I am seeking to explain 
the Islamic doctrine of economics as an ideal. I do not pretend that 
these values or guidelines have always been maintained in Islamic 
society universally. There are many individuals who violate Islamic 
Jaw and put their money in a bank with interest-bearing accounts. But it 
is avoided by many others, who deposit their money in the new Islamic 
banks, for example, 

It is true, the economic pursuit in modern times has raised many 
questions for the Muslim world, in areas such as interest-bearing 
deposits, life insurance, and many others. These have been and are 
still being much discussed within the context of Islamic law. 


QunSTION: Aren't there many Muslim students studying business in 
the United States who are learning an approach to economics which 
conflicts with Islamic traditions? 


PRoFEssoR RAUF: Many Muslim students have been coming to the 
West to study various subjects for many decades. Those in economics 
have developed their own studies of what they call Islamic economics, 
Their literature shows the parallels between modern economics and 
the concepts of economics in the Islamic religion. Many of these 
seholars who have studied in the West write, in discipline and detail, 
about the dangers and evils that arise from the bank interest system 
and speak in praise of the Islamic teachings against the taking of 
interest, 


Question: Do you think there is any correlation between the rather 
generous foreign aid of Muslim countries to development in other 
lands and the policies toward almsgiving in the Muslim faith? 


Pxoresson Raur: Zakit is an individual duty. The payment is either 
collected by the state for its projects in the interest of society as a 
whole, or the individual gives it directly to the poor. Whether foreign 
aid from a Muslim country relates to the notion of zakit depends on 
the intention of those who give the money. If it is their intention to pay 
it as a zakat on the revenue from their minerals, it could be considered 
as such. 
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